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REF: (A) STATE I203I6, (B) LA PAZ 2233, (C) STATE 37137 

1. THE GOB HAS PORMALLY NOTIFIED US THAT IT IS INTERESTED IN 
ACCEPTING OUR PY 1978 PMS CREDIT OPPER OP $14 MILLION. IT WOULD 
USE $6 MILLION POR EQUIPMENT POR THE MILITARY-CIVILIAN HOSPITAL 
NOW COMPLETING CONSTRUCTION IN LA PAZ AND $8 MILLION TO PURCHASE 
UTILITY HELICOPTERS AND SPARE PARTS POR THE BOLIVIAN AIR PORCE 
(A COMPLETE LIST IS CONTAINED IN PARAGRAPH 6). IT HAS ALSO RE- 
QUESTED THAT WE PROVIDE INPORMATION CONCERNING THE MOST PAVORABLE 
INTEREST RATE AND LOAN PAYBACK PERIOD WHICH WE ARE PREPARED TO 
OPFER SO THAT A FINAL DECISION CAN BE MADE IN THIS MATTER. 

2. 1 STRONGLY URGE THAT THE MAXIUMUM STATUTORY PERIOD OP 12 
YEARS AND LOWEST INTEREST RATE BE OFPERED ON THE CREDIT. IN MY 
OPINION, BOLIVIAN USE OP THE CREDIT POR THESE NONLETHAL ITEMS 
(BOLIVIA DID NOT ACCEPT OUR FY 1977 CREDIT OPPER) 

WILL PLAY AN IMPORTANT ROLE THIS YEAR IN 
ACHIEVING US GOALS AND OBJECTIVES IN BOLIVIA. OPPERING 
THE INCENTIVE OP 12- YEAR TERMS POR NONLETHAL EQUIPMENT 
WILL HELP SIGNIPICANTLY TO ORIENT THE BOLIVIAN MILITARY, AS IT 
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LEAVES GOVERNMENT, TO A ROLE CONSISTENT WITH OUR OBJECTIVES 
REGARDING HUMAN RIGHTS, RETURN TO DEMOCRATIC GOVERNMENT, REDUCTION 
OP REGIONAL TENSIONS, AND POCUS ON THE NATION BUILDING USES OF 
MILITARY EQUIPMENT. IT WILL ALSO PROMOTE US COMMERCIAL INTERESTS 
SINCE IT WILL ASSURE THAT US EQUIPMENT IS USED IN THE MILITARY 
HOSPITAL AND US HELICOPETERS AS OPPOSED TO POREIGN HELICOPTERS 
ARE PURCHASED. 
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3. THE IMPORTANCE OF THIS EMS CREDIT IS RELATED TO THE KEY 
ROLE OF THE BOLIVIAN ARMED FORCES IN THE POLITICAL DIRECTION OE 
THE COUNTRY. IN lULY 1978, AFTER 12 YEARS OE MILITARY GOVERN- 
MENT, NATIONAL ELECTIONS WILL BE HELD AND THE ARMED FORCES 
WILL WITHDRAW EROM CONTROL OF GOVERNMENT. THE USG IS SUPPORT- 
ING THIS RETURN TO ELECTED CIVILIAN GOVERNMENT (SEE REE C - 
AMBASSADOR'S GOALS AND OBJECTIVES). THE WINNER OE THE ELECTION 
WILL NEED A CONSIDERABLE PERIOD OE TIME, PROBABLY TWO TO THREE 
YEARS, TO ESTABLISH A STABLE CIVILIAN GOVERNMENT. THE MILITARY 
WILL PLAY THE CRUCIAL ROLE IN ENSURING THAT THE ELECTED GOVERN- 
MENT SURVIES AND PROSPERS. 

4. WITH THE TERMINATION OF THE GRANT AID MATERIAL PROGRAM, EMS 
CREDITS HAVE BECOME ONE OF THE MOST IMPORTANT ASPECTS OE OUR 
SECURITY ASSISTANCE RELATIONSHIP WITH BOLIVIA AND A NECESSARY 
MEANS OE MAINTAINING OUR INELUENCE AND CONTACT WITH THE MILITARY. 
AS US SECURITY ASSISTANCE TO BOLIVIA HAS DECLINED, OUR ABILITY 

TO INELUENCE THEM TO SUPPORT POLICIES CONSISTENT WITH US GOALS 
AND OBJECTIVES HAS ALSO DECLINED. THIS EMS CREDIT IS OUR BEST 
CURRENT MEANS OE INDICATING THAT THE USG WISHES TO CONTINUE A 
CLOSE, COOPERATIVE RELATIONSHIP WITH THE BOLIVIAN ARMED EORCES 
DURING A TURNING POINT IN THE NATION'S HISTORY. MOREOVER, THE 
PLANNED USE OE THE CREDIT EOR CIVIC-ACTION ORIENTED EQUIPMENT 
CONTRIBUTES TO OUR POLICY OP URGING THE MILITARY TO CONCENTRATE 
THEIR EPFORTS IN THIS PIELD. THE HOSPITAL WILL BE USED EOR BOTH 
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CIVILIAN AND MILITARY PERSONNEL. MOST OF THE SPARE PARTS AND 
THE HELICOPTERS WILL BE USED FOR ECONOMICALLY JUSTIPIABLE PUR- 
POSES. THE HELICOPTERS WILL ALSO BE AVAILABLE FOR DISASTER RELIEF, 
SUCH AS IN FLOODS, WHICH OCCUR ANNUALLY IN THE EASTERN PART OP THE 
COUNTRY. THESE CIVIC-ACTION MISSIONS WILL HELP THE MILITARY 
MAINTAIN A SENSE OF PRIDE IN THEIR NATION BUILDING ROLE APTER 
THEIR WITHDRAWAL PROM GOVERNMENT. AS THIS EMBASSY HAS REPORTED, 
SOME BOLIVIAN MILITARY LEASERS ARE CONSIDERING THE NEED TO PUR- 
CHASE ARMS HARDWARE RATHER THAN CIVIC-ACTION-ORIENTED EQUIPMENT. 
THIS CREDIT GIVES US AN IMPORTANT OPPORTUNITY TO INFLUENCE THE 
DECISION IN FAVOR OF EQUIPMENT WITH PEACEFUL USES. THE PSYCHOLOGICAL 
VALUE OF USG SUPPORT FOR THIS MENTALITY WITHIN THE BOLIVIAN 
MILITARY CANNOT BE OVERESTIMATED. THEY LOOK TO US EOR LEADER- 
SHIP AND GUIDANCE. PAILURE OP THE GOB TO ACCEPT THE FMS CREDIT 
WILL SIGNIFICANTLY REDUCE OUR SECURITY ASSISTANCE RELATIONSHIP 
AND HENCE OUR ABILITY TO POSITIVELY INELUENCE THE BOLIVIAN 
ARMED FORCES AT THIS IMPORTANT JUNCTURE. 
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5. IN MY JUDGMENT THE TERMS OP THE PMS CREDIT WILL BE CRUCIAL 
TO THE GOB DECISION ON WHETHER OR NOT TO ACCEPT THE CREDIT. 

BOLIVIA ( AND THE NEWLY ELECTED GOVERNMENT) WILL PACE SERIOUS 
ECONOMIC PROBLEMS NEAR THE END OF CALENDAR YEAR 1978 AND IN 1979 
AND THE GOVERNMENT IS MAKING A STRONG EPFORT TO HOLD DOWN 
GOVERNMENT EXPENDITURES. GOB POLICY IS TO ENCOURAGE DEVELOPMENT 
PROJECTS ON A SOUND FINANCIAL BASIS. THE MILITARY-CIVILIAN 
HOSPITAL WILL NERD THE 12 YEAR PAYBACK PERIOD TO MEET GOB 
ECONOMIC CRITERIA. HOSPITAL EQUIPMENT SUPPLIERS PROM OTHER 
COURNTRIES HAVE OFPERED RELATIVELY LONG-TERM PINANCING, BUT THE 
MILITARY WOULD PREPER US EQUIPMENT. THERE IS ALSO COMPETION 
FROM EUROPEAN HELICOPTER SUPPLIERS, INCLUDING PAVORABLE CREDIT 
TERMS, BUT AGAIN THE BOLIVIANS PREFER THE US EQUIPMENT AND THE 
TRAINING WE CAN OPPER. I AM THEREFORE CONPIDENT THAT THE GOB 
WILL ACCEPT THE CREDITS IP WE OPPER TO EXTEND THE LOAN AT THE 
MAXIUMUM PAYBACK PERIOD. ACCORDINGLY, I STRONGLY RECOMMEND THAT 
THE DEPARTMENT FAVORABLY CONSIDER THE BOLIVIAN REQUEST AND 
AUTHORIZE ME TO NOTIFY THE GOB THAT WE ARE PREPARED TO OPPER 

THE MOST PAVORABLE TERMS AUTHORIZED BY LAW (INTEREST RATE 
ESTABLISHED AT COST OP MONEY TO USG; PAYBACK PERIOD OF 12 
YEARS). PROMPT RESPONSE WILL PACILITATE THE GOB DECISION 
AND SUBSEQUENT PREPARATION AND SIGNING OP PORMAL LOAN AGREE- 
MENTS WELL IN ADVANCE OP END OP FY 1978. IN OFFERING 1 2- YEAR TERMS 
POR THE PROPOSED ITEMS, WE WOULD MAKE CLEAR THAT THIS MATURITY 
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WOULD NOT BE CONSIDERED IN THE PUTURE POR PMS PURCHASE OP ANY 
LETHAL ITEMS. 

6. POLLOWING IS A LIST OP EQUIPMENT BEING REQUESTED UNDER THE 
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PROPOSED CREDIT. 

A. HOSPITAL EQUIPMENT 

OPERATING TABLES AND OTHER OPERATING ROOM EQUIPMENT 
X-RAY MACHINES 
LAB EQUIPMENT 
BEDS AND CHAIRS 

DENTAL CHARIS AND OTHER DENTAL EQUIPMENT 
OTHER HOSPITAL SUPPLIES AND EQUIPMENT 

B. AIRFORCE 

6 UTILITY HELICOPTERS 
10 ENGINES FOR T-33 TRAINERS 
3 UTILITY HELICOPTER ENGINES 
10 ENGINES FOR C-47 AIRCRAFT 
3 CONVAIR 580 ENGINES 

10 COMBUSTION CHAMBERS EOR T-33 TRAINERS. 

BOEKER 
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